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ABSTRACT 
The insurance industry has been slow to capitalize on the use of the internet as an 
alternative distribution channel. While the U.S. has a larger market and is further 
ahead in the development of internet shopping sites, Hong Kong and the surrounding 
Asian countries are starting to catch up. 
There are many reasons that insurance companies have not embraced the internet; fear 
of alienating key agents, regulation, backdated proprietary IT systems that cannot 
integrate effectively, and skepticism as to the actual return. However, as the number 
of internet users increase across the world, the reach of the internet and it's use as both 
an educational, administrative, and distribution tool should be recognized. 
The objective of this study is to identify and empirically test factors that affect 
consumers' decisions to buy insurance over the internet. Specifically it was 
hypothesized that attitude toward the product (insurance), attitude toward buying over 
the internet, and attitude toward new innovations in shopping are affected by three 
categories of factors: (1) product-related factors, (2) internet-related factors, and (3) 
personal factors. These attitudes, in turn, affect the intention to buy over the internet. 
A sample survey was used to collect data from a sample representing Hong Kong 
internet users and the data for the hypothesized model analyzed by structural equation 
analysis using LISREL 8. 
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Results showed that attitude toward buying over the internet influences the intention 
to buy over the internet. Attitude toward buying over the internet is influenced by 
perceived price/value of the product, convenience of the internet, innovation of the 
consumer, and complexity of the site. Attitude toward the product and attitude toward 
innovation negatively influences the intent to buy. 
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The first section of this chapter describes the problem concerning the state of the 
insurance industry and the slow response they have had in utilizing the internet in 
their marketing strategies. This is followed by the research objective of this study. 
The conceptual model, research design, and significance of this study are discussed in 
the third, fourth, and fifth section respectively. The chapter ends with the outline of 
this study. 
1.1 Background 
Hong Kong has a liberal and well developed insurance market, and the largest number 
of authorized insurance companies in Asia. There are 209 authorized insurers, 158 of 
which specialize in general insurance products (OCI, 1998). This de-regulated 
industry combined with the sheer number of insurers and readily available capacity, 
has created an extremely competitive market. Even though Hong Kong ranks 24出 in 
the world in terms of premium, it is still quite unsophisticated in terms of the products 
that are available. Currently only 45% of the population have purchased life 
insurance, compared with 80% - 90% in the West and 90% in Japan. Insurance 
companies estimate that only 10 - 20% of Hong Kong households have some kind of 
home-contents insurance (SCMP, 2/98). 
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In an effort to educate the public, the Hong Kong Federation of Insurers (HKFI), a 
non-governmental body, has started a campaign to educate the public through 
television advertising. While this may help to create awareness, companies would 
also benefit from understanding why and how customers make consumption decisions 
so that marketers can develop better marketing strategies. 
At this writing, e-commerce is the buzz of the new millennium. In the U.S., a $270 
billion dollar industry, it is estimated that by year 2003, $11.1 billion in business will 
come form e-commerce (Deloitte, 1/00). While these studies are primarily based on 
the U.S. market, similar expectations may be made in Asia. If insurers are to take 
advantage of this new distribution channel, it will be important that managers 
understand why and how customers make their online consumption decisions, in order 
to develop better marketing strategies. 
1.2 The Research Objective 
The first objective is to identify and empirically test factors that affect consumer's 
responses toward buying personal insurance products over the internet. It will be 
posited that consumer's attitudes are affected by three categories of factors: (1) 
product (insurance) related factors, (2) internet related factors, and (3) personal 
factors. These attitudes, in turn, affect the consumer's intentions to buy insurance 
products over the internet. The second objective of this study is to demonstrate a 
basic method and technique that can be used to understand customer's responses 
toward buying insurance products over the internet. 
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To achieve this objective, empirical research was conducted to test the causal relations 
specified in the conceptual model by using data collected from a random sampling of 
Hong Kong residents. 
1.2 The Conceptual Model 
The conceptual model used to investigate consumer's responses to purchasing 
insurance online was conceptualized using the modified tri-component model. The 
conceptual framework and the modified conceptual framework are outlined in Figure 
1 and Figure 2，respectively. The conceptual model (Figure 3) was then derived from 
the conceptual framework. 
According to the conceptual model, a consumer's intention to buy insurance online is 
positively affected by their attitude toward insurance, and negatively related to their 
attitude toward buying over the internet and attitude toward innovation. 
1.4 Outline of This Paper 
The rest of this paper is organized as follows. Chapter 2 provides a review of the 
insurance industry and the online insurance market. A conceptual framework is 
presented as well as the hypotheses. Chapter 3 outlines the methodology, research 
strategy, design, data collection method, operationalization of constructs and 
statistical analysis procedures. The results of the study are examined and discussed in 
Chapter 4. In the last chapter managerial implications and limitations are discussed. 
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CHAPTER 2 
A BACKGROUND OF THE INSURANCE INDUSTRY 
2.0 Overview 
The first section of this chapter presents the general demographics of Hong Kong and 
an overview of the Hong Kong insurance industry. This is followed by an update of 
the online insurance market. In the fourth section the conceptual framework based on 
the tri-component model is discussed. Finally causal relations among constructs are 
discussed and hypotheses of these relations are proposed. 
2.1 Hong Kong 一 General statistics 
According to government statistics there are approximately 6.8 million people living 
in Hong Kong. The median age is 35.5, and roughly 20 percent have access to higher 
education. The average wage is HK$ 11,385/month or US$ 1,500/month. About 3.3 
million people live in public housing and 2 million live in domestic households, with 
46.1% who own their own home, and 49.5% who rent. These statistics indicate a 
relatively wealthy, well-educated, and moderately young society. 
Crime rate and fire rates are also considerably low compared with other large cities. 
In 1998 there were 71,962 reported crimes and 2,409 stolen vehicles. There were also 
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only 37,846 calls to the fire department, although it is interesting to note that only 
28% of the buildings have a satisfactory fire safety rating. (Hong Kong 1998) 
The low crime rate and fire rate would indicate that there is less of an exposure to 
need for protection for personal property due to the limited risk, although there are 
still exposures to natural hazards such as typhoon. Even with this limited exposure, 
there should be a need to protect personal assets 
2.2 Hong Kong Insurance Industry 
As mentioned before, as of April 2000, Hong Kong had roughly 220 registered 
insurers. The industry contributes 17.0 billion in written premiums, which is roughly 
1.7% of Hong Kong's GDP. It is a sizeable industry and the potential for growth is 
still evident (OCI, 1998). Only 45% of the population carry life insurance compared 
with 90% in Japan and in the U.S. It is also estimated that only 10 一 20% carry 
household contents insurance. Many consumers confuse home contents insurance 
with fire insurance, which people are required to take out when applying for a 
mortgage (SCMP, 2/98). Third party liability is the only requirement for auto 
insurance, although with the number of high valued automobiles in Hong Kong and in 
past years the smuggling of cars into China, first party property damage is also readily 
purchased. 
2.3 The Online Insurance Market 
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2.3.1 Hong Kong Insurance Online 
In Hong Kong online insurance online is still in its developmental stages. Industry 
executives still seem unsure of how much of an impact the internet will have on their 
business. Some executives hold the belief that policies require substantial investment 
and are bought so infrequently that there would be a limited return on investment from 
marketing online. Others believe that consumers still prefer the personal touch over a 
computer screen. Still others believe that in this area of the world, the market is still 
very undeveloped and consumers do not fully understand the role of insurance. Here 
is what some of them said in a recent article in Singapore Straits Times: 
• AIA, Bill Beaty, "The typical life insurance product is quite complex. That 
complexity does not lend itself real well to a spreadsheet on the Internet or an 
individual in the confines of his living room- especially when you put in all the 
riders which can be attached." 
• “In addition, this is a sale which at least historically, has been very eyeball-to-
eyeball, and has necessitated a long-term relationship between an agent and 
customer. 
• Said one industry observer, who believes the agency force will not be made 
redundant anytime soon: "The paramount thing is that insurance is a very 
personal matter- you're not seeing the product, you're buying protection. How do 
I know if Fm getting value for money, or if there is a claim, the company will 
honor it?" "The most important thing is service, the promise to deliver if there is 
an eventuality", and the nameless, faceless Internet could not provide this 
assurance, he said. 
Even so, there are some players that are starting to establish their presence in the 
region. 
Ten of the two dozen players with a retail base in Singapore are selling products via 
the Internet or plan to do so in the next year. Insurers have also signed up with 
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financial supermarkets such as dollarDEX and e.Island. Companies in Singapore such 
as Overseas Union Insurance (OUI), Mitsui Marine & Fire Insurance (Asia), AXA 
Group, Tai Ping Insurance, People's Insurance, First Capital Insurance, AIG, and 
Citystate, are venturing onto the internet on their own or are aligning themselves with 
online supermarkets, or both. 
The expectations are starting to grow, even in this area of the world, and Mitsui 
Marine & Fire Insurance predict 2.5 million or 5% of the $50 million sold in 1998 
will come from online related sales. Returns may not be immediate since most 
insurers doubt customers would be willing to foresake face to face dealings, especially 
with huge sums of money. Insurers expect simple low-margin deals; motor, travel, or 
personal accident to be the easiest products to market online (Straits Times, 11/1/99). 
2.3.2 U.S. Insurance Online 
In the U.S. the insurance market is a multi-billion dollar industry, generating US$ 280 
billion in premium in 1999 (WSJ, 11/26/99). However, the insurance industry has 
also been slow to capitalize, although the market has high hopes. Forrester claims 
that the industry can make $11.1 billion in online sales by 2003 (Deloitte & Touche， 
1/20/00). This amounts to only 4% of the actual market. By 2000 Meridien expects 
20% of the top P&C insurance companies to provide online access to account info, 
quotes, account statements, policy administration, and claims, (emarketer, 4/24/00) 
In a survey of more than 200 insurance industry executives, most are positive that the 
internet's effect will be increasingly felt in the next five years. Executives predict 
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that the internet will influence every aspect of the industry including distribution 
channels, customer servicing, and pricing. 50% of those surveyed expected to 
implement online quotes and applications in the next two years. 75% of companies 
expect the internet will be an effective tool to reach and serve mass market. 66% 
expect products sold over the internet to be less expensive than through traditional 
channels. The general feeling being that online distribution will improve the 
efficiency of traditional channels, thereby reducing distribution costs over the next 
five years, (emarketer, 4/7/00) 
Even with these statistics, insurance companies state a number of problems for going 
online. A combination of fear of alienating online agents and state legislation are 
hindering companies from going online. About 70+% of Property and Casualty 
insurance are currently sold through an agency. With traditional companies tied into 
agents, differentiation between products becomes very difficult. In addition, increased 
competition from other financial institutions, direct writers, etc. depresses prices 
further (Booz-Allen). This adds additional pressure to expense ratios that are already 
significantly higher for companies that use agents. In 1992，direct response carriers 
averaged 13.3% underwriting expense ratios, exclusive agency carriers 20.2%, and 
independent agency carriers 28.5% (HBS, 2/22/99). Even though there could be 
considerable cost savings of going online (up to 60%), currently only 1% of current 
insurance web sites and fewer than 30% of those planned for year 2000 will allow 
users to purchase insurance policies. (Booz-Allen) 
With 42% of the adult population in the U.S. using the internet regularly (up from 
20% in 1998), and 400 million consumers expected to be online by 2001 (up from 100 
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million in 1999)，it is hard to ignore the reach of the internet. With the de-regulation 
of the financial institutions it is expected that banks and online brokerage firms, not to 
mention internet start-ups will greatly increase the competition. 
8 million households currently conduct internet banking and with more than 80% of 
banks planning to sell insurance online. Online brokerage firms expect to capture 25-
30% of retail transactions in 2000. With these statistics starting to take shape, 
traditional insurance companies will need to move quickly. 
2.4 The Conceptual Framework 
The model that will be used is a contemporary view of the tri-component attitude 
model. From a consumer behavior perspective, attitude is defined as a learned 
predisposition to behave in a consistently favorable or unfavorable way with respect 
to a given object. As presented in Figure 1, attitude has been viewed as consisting of 
three components: cognitive, affective, and conative. The cognitive component 
consists of a person's knowledge and beliefs about some attitude object. The affective 
component represents a person's feelings about the object. The conative component 
refers to the person's action or behavioral tendencies. 
From the contemporary view, attitude is viewed as being distinct from its 
components, with each component related to attitude. As can be seen from Figure 2, 
both the cognitive (beliefs) and the affective (feelings) are determinants of the 
attitude. In other words, a person's overall evaluation (attitude) of an attitude object is 
seen as being determined by the person's beliefs and/or feelings about the attitude 
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object. Consumer's intentions to purchase a product should increase as their attitudes 
become more favorable. Behavioral intentions, in turn, determine future behavior 
(Powpaka). 
In this study we will establish a model (Figure 3), which suggests that a consumer's 
intention to purchase insurance products online is a function of three attitudes: 
attitude toward the product (Aproduct), attitude towards buying insurance on the 
internet (Aintemet), and attitude toward new innovations in shopping (Ainnovations). 
Each of these attitudes, in turn, is affected by the following categories of factors: 
insurance related factors, internet related factors, and the consumer's personal 
characteristics. In the following sections, background research and findings from a 
focus group interview regarding the constructs included in the model are discussed. 
2.4.1 Product-Related Factors 
This category of factors is concerned with the consumers' feelings concerning 
insurance. The focus group identified security/protection, and adversity to risk, as the 
two main factors affecting the need for insurance. The customer's demand for 
insurance arises from the satisfaction which the insured gains from the increase in 
financial security, achieved through the transfer of risk to an insurer. Customers will 
consider alternatives, the probability of occurrence of various hazards and their costs. 
The size of loss and the frequency of occurrence are all important (Meridian, 1984). 
For simplistic purposes, we have combined the security/protection and adversity to 
risk into one factor; the need for protection. From this, two product-related 
hypotheses was proposed: 
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HI ： The higher the need for security/protection, the more favorable the 
consumer's attitude toward the product. 
2.4.2 Internet Related Factors 
This category of factors is concerned with the consumer's perception of the internet as 
being an effective distribution channel. Based on the research and the focus group the 
following characteristics were identified as being very important: price/value, 
convenience, complexity, and choice. Choice and convenience were considered 
similar and therefore combined into one factor. 
Based on this information, four channel related hypotheses were proposed: 
H2: The better prices/value available, the more favorable the consumer's 
attitude toward the internet. 
H3: The more perceived conveniences, the more favorable the consumer's 
attitude toward the internet 
H4: The more complex, the less favorable the consumer's attitude toward 
the internet. 
2.4.3 Personal Characteristics 
The rate of diffusion of innovation is influenced by the individuars communication 
behavior. Two important factors related to communication behavior are 
iimovativeness and opinion leadership. Innovativeness refers to the degree to which 
an individual is relatively early or late in adopting an innovation. Opinion leadership 
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refers to the extent to which individuals give information about a topic and the extent 
to which information is sought from those individuals (Rogers, 1983). 
Rogers suggests that the major characteristics of innovators are venturesomeness or 
open-mindedness. They have more favorable attitudes toward change, education, and 
science. It may be concluded that an innovator in a particular domain of interest, 
tends to have a positive attitude toward new innovations (in this study, buying 
insurance over the internet) within that particular domain. For opinion leadership, 
Rogers suggests that opinion leaders are innovative and positive toward new 
innovations. They are also more interested in the topic under discussion than other 
are. It may be concluded that an opinion leader in a particular domain of interest (in 
this study, buying insurance over the internet) tends to have a positive attitude toward 
innovations within that particular domain. Based on this, three hypotheses relating to 
personal characteristics were proposed: 
H5: The more innovative the consumer the more favorable the consumer's 
attitude toward new shopping methods (internet) 
H6: The higher the degree of opinion leadership of the consumer, the more 
favorable the consumer's attitude toward new shopping methods (internet) 
2.4.4 Attitudes and Intention 
Because the adoption of a behavior could not be directly observed, only behavioral 
intention was included in this study as the consequence of attitudes. Ajzen and 
Fishbein contend that behavior intention can be used as a surrogate variable of 
behavior (Azjen, 1980 and Fishbein, 1975). Three attitudes were hypothesized to 
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have an impact on intention to buy insurance over the internet: attitude toward the 
product/insurance (Aproduct), attitude toward the channel (Aintemet), and attitude 
toward new innovations in shopping (Ainnovations). Three attitude intention 
hypotheses were proposed: 
H7: The more favorable the consumer's attitude toward insurance, the higher 
his/her intention to buy insurance online. 
H8: The more favorable the consumer's attitude toward buying insurance over 
the internet, the higher his/her intention to buy insurance online. 
H9: The more favorable the consumer's attitude toward new innovations in 





This chapter presents the research methodology used in this study. The first section 
discusses the data collection methods and the second section outlines the sampling 
procedure used. In the third section, the methods used to analyze data is briefly 
discussed. 
3.1 Data Collection 
Data was collected from a random sample of internet users. A total of 115 users 
participated in a survey. 59% of those surveyed stated Hong Kong was their country 
of origin, 17% from the U.S., and 24% from a mixture of other countries. 58% were 
male respondents and 42% were female, with the average age being 33. 41% of the 
surveyed were single, 29% were married without children and 30% married with 
children. 30% were university graduates and 30% held graduate degrees. 30% were 
professionals and 31% were executives, and the average number of years of work 




The generation and selection of questionnaire items were based upon responses from a 
focus group interview and literature review. The scale measured perceptions and was 
scored on a seven-point scale. The various constructs were measured by a two or 
three item Likert scale. 
Attitude toward the product (insurance), attitude toward buying over the internet, and 
attitude toward innovations were measured by a mix of Likert scale and semantic 
differential scales. Behavioral intention was also measured by a three-item Likert 
scale and scored on a seven-point scale. 
Need. Need was measured by a 3-item, 7-point Likert scale. The scale measured the 
need for insurance for protection and financial security. Each item was scored on a 
scale ranging from “strongly agree" to "strongly disagree". A sample item was “I 
need insurance to protect my personal property and assets". 
Convenience. Convenience was measured by a 2-item, 7-point Likert scale 
representing the convenience of purchasing online. This also included choice as part 
of convenience. Each item was scored on a seven-point scale and a sample item was 
"Shopping for insurance via the internet is very convenient for me because I can shop 
any time that I choose" and “I can get more product and price information from 
shopping over the internet，，. "Strongly agree，，and "strongly disagree were the ranges 
used. 
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Price, Price was measured by a 2-item, 7-point Likert scale and scored on a seven-
point scale, representing the consumer's perceptions of price and value of insurance 
on the internet. A sample item was “I can get a better quotation on personal insurance 
if I buy online”. Again, "strongly agree" and "strongly disagree" were the ranges 
used. 
Complexity. Complexity was measured by a 2-item, 7-point Likert scale representing 
the consumer's perceptions about the difficulty of purchasing insurance online. The 
scale uses the range of "strongly agree" and “strongly disagree" . A sample item was 
“Finding the right coverage and paying online is a complex process". 
Innovation. Innovativeness was measured by a 3-item, 7-point Likert scale. These 
items measured the tendency to trying new shopping methods. Each item was scored 
on a seven-point sale ranging from "strongly agree" to "strongly disagree". A sample 
item was “In general, I am among the first to try a new shopping method". 
Opinion Leadership. Opinion leadership was measured on a 3-item, 7-point Likert 
scale that measured the tendency for consumers to be asked advice on new shopping 
methods. A sample item was “My friends and families often ask my advice about 
new shopping methods". A seven-point scale was used ranging from "strongly agree" 
to "strongly disagree". 
Attitude Toward the Product (Insurance). Attitude toward the product (insurance) 
was measured by a two-item, 7-point semantic differential scale and a single-item 7-
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point Likert scale, including overall feeling, overall attitude, and importance. A 
sample item was "My overall feeling toward insurance is very positive/very negative". 
Attitude Toward the Internet Attitude toward the buying over the internet was 
measured by a single-item, 7-point semantic differential scale and a 2-item, 7-point 
Likert scale, including overall feeling, overall attitude, and like or dislike about 
purchasing insurance over the internet. A sample item was "Overall, I like the idea of 
buying insurance over the internet". 
Attitude Toward Innovations. Attitude toward new innovations in shopping was 
measured by a 3-item, 7-point Likert scale including overall attitude, overall feeling, 
and like/dislike. A sample item was “My overall attitude toward new shopping 
methods is very positive. 
Behavioral Intention. Behavioral intention was measured by a 3-item, 7-point Likert 
scale. Each item was scored on a seven-point scale with strongly agree/strongly 
disagree as the scale anchors. A sample item was “If I need to buy insurance, I would 
consider buying insurance online". 
3.3 Data Analysis 
This study used the structural equation modeling approach in which a structural 
equation model was used to study the cause-and-effect variables and their indicators. 
The data of 115 subjects were input into PRELIS 2, which generated the covariance 
matrix for the structural equation analysis. The matrix in turn was input into LISREL 
f 
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ANALYSIS AND RESULTS 
4.0 Overview 
Based on the structural equation analysis using LISREL 8，the measurement-related 
results and the structural equation model findings will be examined in the next two 
sections. 
4.1 Measurement Model Evaluation 
The measurement model specifies how the latent variables or hypothetical constructs 
are measured in terms of the observed variables, and it describes the measurement 
properties (validities and reliabilities) of the observed variables. A good measurement 
model should have high and statistically significant indicator coefficients, high 
reliabilities and high validities (i.e. proportion of variance extracted indexes). 
Reliability levels for the constructs are moderate to high (ranging from .5669 to 
.9568). All of the constructs, except for complexity (.5669) and need for protection 
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(.6376) exceed 0.70，the threshold Nimnally recommends for exploratory research 
(Nunnally, 1978). 
The proportion-of-variance extracted indexes, which indicate the amount of variance 
captured by a construct in relation to the amount of variance due to the measurement 
error, demonstrate moderate to high validity for the measurement model, ranging from 
.738 to .916. All the constructs, exceed the minimal standard of .50, which indicates 
that the variance captured by the constructs exceeds the variance due to the 
measurement error. 
Because the majority of the reliabilities and the validities of the constructs exceed 
minimal standards, it can be concluded that the measurement model is acceptable in 
this study. 
4.2 Structural Model Results 
The structural equation model specifies the causal relationships among the latent 
variables and describes the causal effects and the amount of unexplained variance. 
The chi-square value of the independence model with 376 degrees of freedom is 
478.69. While this is low, the Comparative Fit Index (CFI) and Incremental Fit Index 
(IFI) are both high at 0.95. As such, the structural equation model can be considered 
as adequate based on these two indexes. 
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It was hypothesized that attitude toward the product (insurance) was a function of 
need for insurance. The results show that need for protection (Yii=0.91, p<0.01) is the 
significant determinant of the attitude. The is .47. 
For attitude toward buying insurance over the internet, it was hypothesized that the 
attitude is a function of convenience, price, and complexity. Results showed that 
price (y22=0.16, p<0.01), convenience (y23=0.45, p<0.01), and complexity (Y24=-0.17, 
p<0.01) are determinants of the attitude. A path from innovation to attitude to the 
internet was added based on the suggestion of the modification index. The R ,^ or 
proportion of variance explained by all the variables included in this function is 0.67. 
For attitude toward innovation, innovation (735=0.8?, p<0.01) is the most significant 
determinate of attitude. Opinion leadership has a coefficient of (丫36二-0.045’ p�.0.10) 
and was insignificant. The sign of the coefficient of opinion leadership is negative 
which means that the higher the degree of opinion leadership, the less favorable his or 
her attitude toward new innovations in shopping methods. This may be explained by 
the fact that insurance is not a product that is frequently purchased. In addition, the 
Asian culture is one which tends to demonstrate more high uncertainty avoidance, 
therefore tending to be less of a proponent of change (Schutte, 1998). Since the 
traditional method of purchasing insurance especially, in Asia, is through an agent, 
opinion leaders may still favor the existing channel. The R? of the equation is 0.58. 
Finally, it is hypothesized that intention to buy insurance over the internet is a 
function of attitude toward the product (insurance), attitude toward the internet, and 
attitude toward new innovation. Results show that attitude toward buying over the 
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internet is the most significant determinant of the intention (p42=0.93, p<0.01). 
Attitude towards insurance (P4i=-0.10, p<0.01) and attitude toward innovation (P43: 
0.14, p<0.01) are moderate determinants of the intention. Both attitude toward 
insurance and attitude toward innovation have negative signs, which means that the 
more favorable the person's attitude towards insurance, and the more favorable the 
attitude toward innovation, the less likely his/her intention to buy insurance over the 
internet. This may be explained by the following reasons: 
• Those that have more positive attitudes toward insurance may be those that have 
had more experience with purchasing this product. Since purchasing insurance 
online is still evolving into an effective distribution channel, those that have 
purchased insurance may still tend to favor traditional distribution methods. 
• Those that have more positive attitudes toward insurance may also be risk adverse 
and therefore still favor traditional methods of distribution. 
• Those with more favorable attitudes toward innovation may also be more risk 
taking and would not consider purchasing insurance. 
• Insurance is usually a one-time purchase and can sometimes be perceived to be a 
complicated and heavy financial investment. Most consumers who frequently 
buy over the internet usually purchase tangible goods and as providing service 
financial services is still developing, those that favor innovation may see the 





The managerial implications are discussed in the first section of this chapter with the 
limitations and future research directions discussed in the second section. 
5.1 Managerial Implications 
The purpose of this study is to empirically test several hypothesis regarding the 
factors affecting consumers' decisions to buy insurance over the internet. The results 
suggest that of the three attitudes, only attitude toward buying over the internet was a 
significant determinant of intention. This attitude is positivey influenced by the 
factors of price, convenience, innovation of the consumer, and negatively influenced 
by complexity. 
In other words the more favorable the price, the convenience, and innovation of the 
consumer, the more likely the person will buy insurance online. The more complex 
the process, the less likely the consumer will buy insurance online. 
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Because of this the industry should focus on developing internet related tools that are 
easy to use, and offer more choice. Companies should develop sites that can provide 
easy access to information and advice, provide real time quotes, and the ability to 
compare prices and products. Linking through insurance malls, online brokers, 
company sites, and even through vortals (industry related sites) provide consumers 
with easier access to relevant sites. 
As the research shows, the ability for the internet and technology to drive down costs 
may also help transfer cost savings to the end consumer, thus providing more cost-
effective products. With an estimate of 20% of every insurance premium dollar being 
spent on policy administration and 90% of agent-carrier transactions being handled by 
phone, fax, and paper (Deloitte & Touche，1/20/00), cost savings and efficiencies will 
greatly improve insurer's profitability and provide a more efficient market to the end 
consumer. 
Since insurance products are usually an infrequent purchase, the industry should 
continue it's focus on educating consumers through a variety of channels. The 
internet an be used to show consumers interesting informative ways to use planning 
tools and compare policies and prices. At the same time, companies need to ensure 
that the sites are easy to use. Normally, applying for an insurance quote can be quite 
tedious. Insurance carriers require a lot of information or even actual physical tests. 
Insurance companies need to streamline this process not just for the consumer but 
through the normally underwriting processes. If companies are able to integrate their 
IT systems with the internet, a wealth of consumer data can be gathered and 
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maintained, which can contribute to improving the efficiencies of the decision making 
process, as well as marketing to the correct target markets. 
It cannot be denied though that the next generation of insurance buyers is changing. 
They are younger, more educated, less patient, and enamored with the convenience 
and speed of technology. Competition is also becoming more severe with other 
financial institutions, non-traditional insurance companies, and other players entering 
into the market (insurancetech, 4/20/00). 
According to Jupiter Communications 90% of online shoppers still want some form of 
human interaction (Deloitte & Touche). Trust and brand name are still important and 
this is good news for some of the traditional and established insurance companies. 
Insurers who leverage brand recognition will have a distinct competitive advantage, 
ig names will have the advantage since they have access to customer data and an 
already well accepted brand name. 
The key for all will be integrating a multi-channel strategy (the internet, call centers, 
face-to-face discussions, etc.) where customers, agents, and other business partners 
can provide cohesive customer service. The industry has been slow to capitalize, but 
those that quickly invest and build a strategy that is integrated across their entire 
business strategy may still be able to capture a slice of the potential market. 
5.2 Limitations 
The limitations of this study include the generalized findings. A small random sample 
(115 respondents) was used, and due to the fact that the majority of the respondents 
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were from Hong Kong, the findings of this study should not be generalized to 
situations in other countries. In addition, a more discrete sampling of of consumers 
who purchase on a regular basis and those that have never purchased would provide a 
more in-depth study. Cultural infleunces on buyer behavior over the internet might 
also be addressed in a separate study to distinguish if there are any differences 
between consumers. 
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FIGURE 1: The Traditional Tricomponent View of Attitude 
Attitude 
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(Beliefs) (Feelings) Intentions) 
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Figure 2: The Contemporary View of the Relationships Among Beliefs, Feelings, 









FIGURE 3 ： The Conceptual Model of Factors Affecting Purchasing of Insurance 
Online. 
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Profiles of the Subjects 
Demographic Factor Number Percentage 
Sex 
Male 48 42% 
Female 67 58% 
Age Avg 33 years 
Marital Status 
Single 47 41% 
Married w/o children 33 29% 
Married w/ children 35 30% 
Education 
Form 5 or below 27 23% 
Form? 16 14% 
University 34 30% 
Graduate 38 33% 
Occupation 
Clerks 26 23% 
Professionals 35 30% 
Executives 35 31% 
Other 19 17% 
Work Experience Avg 12 years 
Income 
Below HKD 20,000 42 37% 
HKD 20,001-30,000/month 15 13% 
HKD 30,001 - 40,000/month 16 14% 
HKD 40,0001 and above 42 37% 
Country of Origin 
Hong Kong 68 59% 
USA 19 17% 
Other ^ ^  
The calculation for this table is based on the total number of 115 subjects. 
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TABLE 2 
Measurement Model and Structural Model Results of the Model 
A. Measurement Model Results 
Standardized Factor Proportion of Variance 
Constructs and Indicators Loading Reliability Extracted  
Need for Protection .6376 .749 
XI 1.00 .773 
X2 .61 -674 
X3 .93 .800 
Convenience -7723 .738 
X4 1.00 .775 
X5 .77 ，675 
X6 .76 .773 
X7 .74 .728 
Price .7651 .842 
X8 1.00 .842 
X9 .63 .841 
Complexity .5669 .803 
XIO 1.00 .771 
XII .44 .835 
Innovation .8805 .783 
X12 1.00 .817 
X13 1.00 .714 
X14 .92 .818 
Opinion Leadership -8765 -830 
X15 1.00 .879 
X16 .92 .799 
X17 .83 .811 
ATTITUDEproduct .8767 .885 
Y1 1.00 .940 
Y2 .95 .907 
Y3 .809 
ATTITUDEintemet .9418 .832 
Y4 1.00 .845 
Y5 .99 .834 
Y6 .94 .817 
ATTITUDEinnovation .9568 .857 
Y7 1.00 .873 
Y8 1.01 .836 
Y9 .91 .888 
BEHAVIORAL INTENTION .8880 .916 
YIO 1.00 .939 
Yl l .96 .929 
Y12 .96 .880 
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TABLE 2 (continued) 
B. Structural model results 
Independent Constructs Dependent Constructs 





Innovativeness 0.40 0.87 




Proportion of Variance ^ ^ ^ ^ 
explained (R?)  
Fit statistics: 
Chi-square 478.69 






List of Current Insurance Website 




www. superinsure. com 
www.dollardex.com  
www.smartnet.com.tw 








Need (Likert scale) 
XI: I need insurance to protect my personal property and assets 
X2: If a loss occurs, I would prefer to replace the item rather than buy insurance 
X3: I would prefer to take the risk of loss rather than spend my money on 
insurance 
Convenience (Likert scale) 
X4: Shopping for insurance via the internet is very convenient for me because I can 
shop any time that I choose 
X5: It is more convenient for me to order and pay online than through any other 
distribution methods (i.e. agent) 
Choice (Likert scale) 
X6: I can get more product and price information from shopping over the internet 
X7: There are more options available to me if I shop for insurance over the internet 
Price (Likert scale) 
X8: I can get a better quotation on personal insurance if I buy online 
X9: The price of insurance sold via the internet is generally more reasonable than 
the price of insurance sold through normal methods 
Complexity (Likert scale) 
XI0: It is much more complicated to order and pay online than through an agent or 
other method 
XI1: Finding the right coverage and paying online is a complex process 
Innovation (Likert scale) 
XI2: In general I am among the first to try a new shopping method 
X13: If I heard that a new shopping method was available, I would be interested in 
trying it 
X14: Compared to my friends and colleagues, I have tried a lot of new shopping 
methods that have appeared in the market 
Opinion Leadership (Likert scale) 
X15: My friends and families often ask my advice about new shopping methods 
XI6: My friends/family come to me more often that I go to them for information 
about new shopping methods 
X17: I feel that I am generally regarded by my friends/family as a good source of 
advice about new shopping methods 
Attitude toward the Product (semantic differential scale/Likert scale) 
Yl: My overall feeling toward insurance is (very positive/very negative) 
Y2: My overall attitude toward insurance is (very positive/very negative) 
Y3: Overall, I think insurance is important (strongly agree/strongly disagree) 
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Attitude toward the Internet (semantic differential scale/Likert scale) 
Y4: My overall feeling toward buying insurance over the internet is (very 
positive/very negative) 
Y5: My overall attitude toward buying insurance over the internet is favorable 
(strongly agree/strongly disagree) 
Y6: Overall, I like the idea of buying insurance over the internet (strongly 
agree/strongly disagree) 
Attitude toward Innovation (Likert scale) 
Y7: My overall attitude toward new shopping methods is very positive (strongly 
agree/strongly disagree) 
Y8: My overall feeling toward new shopping methods is very favorable (strongly 
agree/strongly disagree) 
Y9: Overall, I like the idea of adopting new shopping methods (strongly 
agree/strongly disagree) 
Behavioral Intention (Likert scale) 
YIO: If I need to buy insurance I would consider buying insurance online (strongly 
agree/strongly disagree) 
Y l l : If I need to buy insurance, purchasing it online would be my first choice 
(strongly agree/strongly disagree) 
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Interview 
Focus group of five internet users was conducted along with the literature review to 
identify various factors affecting consumer's decision to purchase insurance over the 
internet. Together with evidence from research, findings from the focus group were 
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